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R E P O R T I N G  I N  N I G E R I A  
b y  
I y o h a ,  F . O .  
D e p a r t m e n t  o f  A c c o u n t i n g  
C o l l e g e  o f  D e v e l o p m e n t  S t u d i e s ,  C o v e n a n t  U n i v e r s i t y  
O t a ,  O g u n  S t a t e ,  N i g e r i a .  
A B S T R A C T  
T h i s  s t u d y  e x a m i n e s  t h e  i m p a c t  o f  c o m p a n y  a t t r i b u t e s  o n  t h e  r e l i a b i l i t y  o f  f i n a n c i a l  r e p o r t s  i n  N i g e r i a ,  u s i n g  
a  s a m p l e  o f  6 1  q u o t e d  c o m p a n i e s '  a n n u a l  r e p o r t s  f o r  t h e  y e a r s  1 9 9 9 - 2 0 0 7 .  T h e  d a t a  w e r e  a n a l y s e d  a n d  
r e s u l t s  e s t i m a t e d  u s i n g  O r d i n a r y  L e a s t  S q u a r e  ( O L S }  R e g r e s s i o n  w h i c h  w a s  c o m p l i m e n t e d  w i t h  t h e  P a n e l  
D a t a  E s t i m a t i o n  T e c h n i q u e .  T h e  s t u d y  r e v e a l s  t h a t  p r o f i t a b i l i t y  i s  t h e  m a j o r  c o m p a n i e s '  a t t r i b u t e  t h a t  
i n f l u e n c e s  t h e  o v e r a l l  q u a l i t y  o f  f i n a n c i a l  r e p o r t s  r e l i a b i l i t y  i n  N i g e r i a .  T h e  i m p l i c a t i o n  o f  t h i s  f i n d i n g  i s  t h a t  
w h e n  f i r m s  m a k e  p r o f i t ,  t h e  f i n a n c i a l  r e p o r t  w i l l  m o r e  l i k e l y  b e  r e l i a b l e  a n d  o t h e r w i s e  w h e n  l o s s  i s  m a d e  
a n d  m a y  g i v e  r i s e  t o  d y s f u n c t i o n a l  b e h a v i o u r  i n  o r d e r  t o  s a t i s f y  m a r k e t  e x p e c t a t i o n  t h r o u g h  e a r n i n g s  
m a n i p u l a t i o n .  T h e  s t u d y  r e c o m m e n d s  t h a t  t h e r e  s h o u l d  b e  p r o v i s i o n s  i n  t h e  v a r i o u s  l a w s  d e a l i n g  w i t h  
c o m p a n i e s '  a t t r i b u t e s  w h i c h  h a v e  t h e  p o t e n t i a l  t o  i m p a i r  t h e  q u a l i t y  o f  f i n a n c i a l  r e p o r t s .  S i m i l a r l y ,  
e m p h a s i s  s h o u l d  a l s o  b e  f o c u s e d  o n  t h e  q u a l i t i e s  p o s s e s s e d  b y  t h e  p r e p a r e r s  a n d  t h o s e  w h o  a t t e s t  t o  
f i n a n c i a l  s t a t e m e n t s  s i n c e  s u c h  p e r s o n s  c a n  m a n i p u l a t e  t h e  f i n a n c i a l  s t a t e m e n t s  t o  s h o w  d e s i r e d  o u t c o m e .  
K e y  w o r d s :  C o m p a n i e s  A t t r i b u t e s ;  F i n a n c i a l  R e p o r t s ;  L e g a l  R e q u i r e m e n t s ;  N i g e r i a n  
A c c o u n t i n g  S t a n d a r d s  B o a r d s  A c t ;  S t a k e h o l d e r s .  
I N T R O D U c n O N  
T h e  m a i n  o b j e c t i v e  o f  f i n a n c i a l  r e p o r t i n g  i s  t o  p r o v i d e  h i g h - q u a l i t y  f i n a n c i a l  r e p o r t i n g  i n f o r m a t i o n  
c o n c e r n i n g  e c o n o m i c  e n t i t i e s ,  p r i m a r i l y  f i n a n c i a l  i n  n a t u r e ,  u s e f u l  f o r  e c o n o m i c  d e c i s i o n  m a k i n g  
( I A S B ,  2 0 0 8 ) .  I n  o r d e r  t o  b e  o f  h i g h  q u a l i t y ,  f i n a n c i a l  r e p o r t s  s h o u l d  b e  r e l i a b l e .  T h u s ,  t h e  r e l i a b i l i t y  
o f  f i n a n c i a l  r e p o r t i n g  i s  o n e  o f  t h e  m o s t  i m p o r t a n t  q u a l i t a t i v e  a t t r i b u t e s  o f  a c c o u n t i n g  p r a c t i c e .  
F i n a n c i a l  i n f o r m a t i o n  r e l i a b i l i t y  i s  a t t a i n e d  w h e n  t h e  i n f o r m a t i o n  c o n c e r n i n g  e c o n o m i c  
p h e n o m e n o n  i s  c o m p l e t e ,  n e u t r a l  a n d  f r e e  f r o m  m a t e r i a l  e r r o r .  A c c o r d i n g  t o  S i m o n  a n d  T a y l o r  
( 2 0 0 2 : 4 5 ) ,  a t t a i n i n g  r e l i a b i l i t y  i n  f i n a n c i a l  r e p o r t i n g  p r e s u p p o s e s  t h a t  f i n a n c i a l  r e p o r t s  a r e  
p r e p a r e d  o n  t h e  b a s i s  o f  " s o u n d  a c c o u n t i n g  r u l e s "  a n d  t a k i n g  a d e q u a t e  s t e p s  t o  e n s u r e  
c o m p l i a n c e  w i t h  t h e  r e l e v a n t  r u l e s .  
I t  i s  i m p o r t a n t  t o  p r o v i d e  h i g h  q u a l i t y  f i n a n c i a l  r e p o r t i n g  i n f o r m a t i o n  b e c a u s e  i t  w i l l  p o s i t i v e l y  
i n f l u e n c e  c a p i t a l  p r o v i d e r s  a n d  o t h e r  s t a k e h o l d e r s  i n  m a k i n g  i n v e s t m e n t ,  c r e d i t ,  a n d  s i m i l a r  
r e s o u r c e  a l l o c a t i o n  d e c i s i o n s  w h i c h  e n h a n c e  o v e r a l l  m a r k e t  e f f i c i e n c y  ( I A S B ,  2 0 0 8 ) .  F o r  i n s t a n c e ,  
f i n a n c i a l  s t a t e m e n t s  r e p r e s e n t  a b o u t  t h e  o n l y  o p p o r t u n i t y  t h a t  i n v e s t o r s  h a v e  t o  a s s e s s  b o t h  a n  
o r g a n i z a t i o n ' s  v i a b i l i t y  a n d  i t s  g o i n g  c o n c e r n  s t a t u s .  S i m i l a r l y ,  p r e p a r e r s  o f  a c c o u n t i n g  
i n f o r m a t i o n  a r e  l i k e l y  t o  a t t a c h  g r e a t  p r e m i u m  o n  t h e  r e l i a b i l i t y  o f  m e a s u r e s  i n  f i n a n c i a l  
s t a t e m e n t s  i n  o r d e r  t o  p a s s  a u d i t  s c r u t i n y .  I n  t h e  s a m e  v e i n ,  a u d i t o r s  p l a c e  g r e a t  i m p o r t a n c e  o n  
r e l i a b i l i t y  i n  t h e  f i n a n c i a l  s t a t e m e n t s  t h a t  t h e y  a u d i t  d u e  t o  l e g a l  i s s u e s  t h a t  c o u l d  a r i s e  i n  t h e  
c o u r s e  o f  t h e  a u d i t  e x e r c i s e .  
T h e r e  h a s  b e e n  a  n u m b e r  o f  c r i t i c i s m s  f r o m  v a r i o u s  g r o u p s  w h o  h a v e  o p e r a t i o n a l  i n t e r e s t  i n  
f i n a n c i a l  r e p o r t i n g  s u c h  a s  t h e  W o r l d  B a n k  ( 2 0 0 4 )  w h i c h  p e r c e i v e s  a s  i n a d e q u a t e ,  t h e  r e l i a b i l i t y  o f  
f i n a n c i a l  r e p o r t s  i n  N i g e r i a .  T h i s  i s  i n - s p i t e  o f  t h e  e x i s t e n c e  o f  a  n u m b e r  o f  a g e n c i e s  a n d  
r e g u l a t i o n s  w h i c h  o u g h t  t o  e n s u r e  t h a t  t h e  n a t u r e  o f  i n f o r m a t i o n  d i s c l o s e d  b y  f i r m s  i n  t h e i r  
f i n a n c i a l  r e p o r t s  f o l l o w  a  r e q u i r e d  s t a n d a r d  a n d  a r e  r e l i a b l e .  A l t h o u g h ,  t h e  N i g e r i a n  A c c o u n t i n g  
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Standards Board (NASB) takes into consideration the specific nature of industries/companies in 
drawing up accounting standards, the potential of some company attributes to impact on the 
quality of financial reports has not been considered. That is, there are no accounting standards or 
other regulations that address industry attributes with respect to the quality of accounting practice 
in Nigeria. 
The absence of the consideration of such issues could inhibit the quality of financial reporting. 
Despite the widespread acknowledgment of the benefits of enhanced financial reporting, little or 
no evidence exist on the relationship between company attributes and the quality of financial 
reporting in Nigeria. Therefore, this study attempts to contribute to the knowledge base in this 
area by exploring the impact of company attributes on the quality of financial reporting in Nigeria. 
The remaining part of this paper is organized as follows: section 2 describes the institutional and 
legal requirements for financial reporting in Nigeria. Section 3 is a review of recent literature and 
hypotheses development. Section 4 describes the data and methodology used in this study while 
Section 5 reports the result of the study. Finally Section 6 contains the discussion and Section 7, 
the conclusion and recommendations. 
2. REVIEW OF RELATED LITERATURE 
2.1Institutional and Legal Requirements for Financial Reporting in Nigeria 
There are a number of laws and bodies whose provisions have implication for financial reporting in 
Nigeria. The purpose of these existing bodies and laws (the core of which constitutes accounting 
standards) that guide and restrict managers in their financial reporting is precisely to enhance 
reliability of financial reporting. For listed companies, however, the main legal framework for 
financial reporting is the Companies and Allied Matters Act (CAMA) (1990). The CAMA requires 
that financial statements comply with the Statement of Accounting Standards (SAS) issued by the 
Nigerian Accounting Standards Board. It further requires submission of audited financial 
statements to the Corporate Affairs Commission (CAC) within 42 days of the annual general 
meeting. The objective is to reduce the accounting alternatives in the preparation of financial 
statements and thus ensure reliability of financial reports. 
In order to fully regulate and enforce compliance with local standards, the Nigerian Accounting 
Standards Board Act, 2003 was enacted to enforce corporate compliance with financial 
accounting standards. Prior to the enactment of the NASB Act, the Nigeria Accounting Standards 
Board relied mainly on persuasion to get the accounting standards applied. The NASB Act has 
changed the mechanism for enforcing compliance with SASs from persuasion and professional 
requirement to a more stringent regulatory regime wherein non-compliance with SASs is illegal. 
That is, it moved sanctions for non-compliance with SASs from the private sector led NASB to a 
legally enforceable government-monitored system through the NASB, Act. For instance, directors, 
accountants and auditors became legally liable for non-compliance with SASs by their companies, 
and can be fined substantially by a court of law. In order to ensure there is no breach of any of the 
provisions of the Act, every public company is required to submit its published financial 
statements to the Board immediately after the accounts have been approved by the Board of 
Directors of the company. Given the stiff penalties defined in the Act,it is expected that financial 
reporting will improve in terms of reliability. 
. .. 
2.2 Financial Reporting Quality and Reliability 
One of the major objectives of accounting is to provide information to interested parties who may 
not have access to complete, timely and reliable information to make economic decisions--they 
could therefore seem to be at an information disadvantage. Thus, recognizing the importance of 
quality financial reporting and actually possessing it are two different things. According to 
13 
O w u s u - A n s a h  a n d  Y e o h  ( 2 0 0 5 : 3 3 )  a n d  A f o l a b i ,  ( 2 0 0 7 : 5 ) ,  t h e r e  a r e  t h r e e  m a j o r  c r i t e r i a  u s e d  i n  
d e v e l o p e d  m a r k e t s  i n  e v a l u a t i n g  t h e  q u a l i t y  o f  f i n a n c i a l  r e p o r t s - t i m e l i n e s s ,  r e l i a b i l i t y  a n d  
c o m p a r a b i l i t y  o f  i n f o r m a t i o n .  
T h e  r e l i a b i l i t y  o f  a c c o u n t i n g  i n f o r m a t i o n  i s  i m p o r t a n t  i n  c h o o s i n g  b e t w e e n  d i f f e r e n t  i n f o r m a t i o n  
t h a t  m i g h t  b e  r e p o r t e d .  R e l i a b i l i t y  i s  a t t a i n e d  w h e n  t h e  d e p i c t i o n  o f  a n  e c o n o m i c  p h e n o m e n o n  i s  
c o m p l e t e ,  n e u t r a l  a n d  f r e e  f r o m  m a t e r i a l  e r r o r - i t  i s  p r e c i s i o n  i n  a c c o u n t i n g  p r a c t i c e .  I t  
encompass~s t w o  r e q u i r e m e n t s .  F i r s t ,  f i n a n c i a l  r e p o r t s  o u g h t  t o  b e  p r e p a r e d  o n  t h e  b a s i s  o f  s o u n d  
a c c o u n t i n g  r u l e s .  S e c o n d ,  a d e q u a t e  s t e p s  s h o u l d  b e  t a k e n  t o  e n s u r e  t h e  c o m p l i a n c e  w i t h  t h e s e  
r u l e s  ( S i m o n  a n d  T a y l o r ,  2 0 0 2 : 4 5 ) .  I n - s p i t e  o f  t h e s e  r e q u i r e m e n t s ,  t h e r e  a r e  v a r i o u s  f o r m s  o f  
d y s f u n c t i o n a l  b e h a v i o u r  t h a t  c a n  o c c u r  i n  a n  o r g a n i z a t i o n  w h i c h  c a n  a f f e c t  t h e  r e l i a b i l i t y  o f  
f i n a n c i a l  r e p o r t i n g .  
T h e  d y s f u n c t i o n a l  b e h a v i o u r  i n v o l v e s  i n t e n t i o n a l l y  a l t e r i n g  i n f o r m a t i o n  t o  s a t i s f y  p r e d e t e r m i n e d  
o u t c o m e s  s u c h  a s  b i a s i n g  a n d  f o c u s i n g  w i t h  t h e  i n t e n t i o n  t o  m i s l e a d  ( B i m b e r g ,  T u r o p o l e c  a n d  
Y o u n g ,  1 9 8 3 ) ,  f i l t e r i n g  ( S o o b a r o y e n ,  2 0 0 6 )  a n d  v a r i o u s  f o r m s  o f  i l l e g a l  a c t s  o f  f a l s i f i c a t i o n  ( S i m o n  
a n d  E i t z e n ,  1 9 8 6 ) .  I t  i s  a l s o  i n d i c a t e d  i n  t h e  l i t e r a t u r e  t h a t  f i n a n c i a l  r e p o r t i n g  c o u l d  b e  u n r e l i a b l e  
b e c a u s e  m a n a g e r s  a r e  p r o n e  t o  l o o k  g o o d  b y  m a n i p u l a t i n g  t h e  p e r f o r m a n c e  i n d i c a t o r s  
( M e r c h a n t  a n d  V a n d e r  S t e d e ,  2 0 0 7 :  1 8 5 ) .  M a n i p u l a t i n g  i n f o r m a t i o n  c a n  c o m e  i n  o n e  o f  t w o  f o r m s -
f a l s i f i c a t i o n  a n d  d a t a  m a n a g e m e n t .  A c c o r d i n g  t o  M e r c h a n t  ( 1 9 8 9 :  1 6 8 - 1 6 9 ) ,  f a l s i f i c a t i o n  
i n v o l v e s  " r e p o r t i n g  e r r o n e o u s  d a t a "  w h i l e  d a t a  m a n a g e m e n t  i s  " a n y  a c t i o n  o n  t h e  p a r t  o f  t h e  
m a n a g e m e n t  w h i c h  h a v e  e f f e c t s  o n  r e p o r t e d  i n c o m e  a n d  w h i c h  p r o v i d e s  n o  t r u e  e c o n o m i c  
a d v a n t a g e  t o  t h e  o r g a n i z a t i o n . "  
I n  w h a t e v e r  f o r m  i t  t a k e s ,  i n f o r m a t i o n  m a n i p u l a t i o n  c a n  b e  r e g a r d e d  a s  u n e t h i c a l  a s  m a n a g e r s  
u s u a l l y  a d o p t  i t  o u t  o f  s e l f - i n t e r e s t  t o  s h o w  g o o d  p e r f o r m a n c e  a n d  b e  r e w a r d e d ,  e v e n  t h o u g h  s u c h  
a c t i o n  c o u l d  b e  d a m a g i n g  t o  t h e  o r g a n i z a t i o n  a n d  i t s  v a r i o u s  s t a k e h o l d e r s .  T h e  s h a r e h o l d e r s  o r  
e m p l o y e e s  w h o  a r e  d e c e i v e d  b y  a  m i s r e p r e s e n t a t i o n  o f  p e r f o r m a n c e  h a v e  t h e i r  r i g h t s  t r a m p l e d  
u p o n  ( L a n g e v i n  a n d  M e n d o z a ,  2 0 1 0 ) .  W h e n  m a n a g e r s  d e l i b e r a t e l y  e n g a g e d  i n  s u c h  s h a r p  
p r a c t i c e s  t h r o u g h  f i n a n c i a l  r e p o r t i n g  t o  e n s u r e  a  d e s i r e d  o u t c o m e  t h e n ,  t h e s e  c o u l d  l e a d  t o  
m i s g u i d e d  d e c i s i o n s  a n d  s u b - o p t i m a l  p e r f o r m a n c e  f o r  t h e  s t a k e h o l d e r s  a s  a  w h o l e .  
I n  N i g e r i a ,  t h e r e  i s  e v i d e n c e  o f  t h e  p r e s e n c e  o f  m a n i p u l a t i o n  o f  f i n a n c i a l  r e p o r t i n g  i n  o r d e r  t o  
a c h i e v e  a  p r e d e t e r m i n e d  s t a t e .  B a s e d  o n  a  s u r v e y  o f  u s e r s  a n d  p r e p a r e r s ,  t h e  r a n k i n g  a n d  
m o t i v e s  f o r  m a n i p u l a t i n g  f i n a n c i a l  r e p o r t s  i n  N i g e r i a ,  a c c o r d i n g  t o  I y o h a  ( 2 0 0 9 )  a r e  t o  :  m i n i m i z e  
t a x  b u r d e n ,  c o v e r  u p  p o o r  c a s h  f l o w  f r o m  o p e r a t i o n s ,  i n f l u e n c e  o u t c o m e  o f  n e w  e q u i t i e s ,  s e c u r e  
b a n k  l o a n s  w i t h  m o r e  f a v o u r a b l e  c o n d i t i o n s ,  i n f l u e n c e  s h a r e  p r i c e ,  c o v e r  u p  a n t i c i p a t e d  l o s s e s  a n d  
m i s l e a d  s t a k e h o l d e r s  a b o u t  p e r f o r m a n c e  o f  t h e  f i r m .  T h e  a b o v e  m o t i v e s  c a n  h a v e  v e r y  
d y s f u n c t i o n a l  e f f e c t s  o n  t h e  d e c i s i o n  m a k i n g  a n d  e v a l u a t i o n  p r o c e s s e s  a t  t h e  v a r i o u s  l e v e l s  a t  
w h i c h  a c c o u n t i n g  i n f o r m a t i o n  i s  u s e d .  T h o u g h  d y s f u n c t i o n a l  b e h a v i o u r  c o u l d  e n c o u r a g e  h e a l t h y  
c o m p e t i t i o n ,  f o r  i n s t a n c e  i n  t r a n s f e r  p r i c i n g  ( E z e j e l u e ,  2 0 0 6 ) ,  i t  c o u l d  b e  s a i d  t o  e n c o u r a g e  
u n h e a l t h y  c o m p e t i t i o n  w i t h  r e g a r d  t o  t h e  p r o v i s i o n  o f  a c c o u n t i n g  i n f o r m a t i o n .  A n d  u n f o r t u n a t e l y ,  
t h e r e  i s  n o t  a n y  a c c o u n t i n g  s t a n d a r d  y e t  t h a t  a d d r e s s e s  s u c h  m o t i v e s  f o r  m a n i p u l a t i n g  a c c o u n t i n g  
i n f o r m a t i o n  i n  N i g e r i a .  
2 . 3  C o m p a n y  A t t r i b u t e s  
T h e r e  i s  e v i d e n c e  i n  p r i o r  r e s e a r c h  t h a t  c o m p a n y / i n d u s t r y  f a c t o r s  i n f l u e n c e  t h e  f i r m ' s  c h o i c e  o f  
i n t e r n a l  g o v e r n a n c e  m e c h a n i s m  e s p e c i a l l y  w i t h  r e s p e c t  t o  p e r f o r m a n c e  m e a s u r e s  ( K a r u n a ,  2 0 0 9 ;  
G i l l a n ,  H a r t z e l l  a n d  S t a r k e s ,  2 0 0 3 ;  S l o a n ,  1 9 9 3 ;  E l y ,  1 9 9 1  a n d  L a m b e r t  a n d  L a r c k e r ,  1 9 8 7 ) .  I n  
e x a m i n i n g  c o m p a n y  a t t r i b u t e s ,  E n g e l ,  G o r d o n  a n d  H a y e s  ( 2 0 0 2 ) ,  c o n c e p t u a l l y  i d e n t i f i e d  t h r e e  
c a t e g o r i e s :  u n c o n t r o l l a b l e ,  p a r t i a l l y  c o n t r o l l a b l e  a n d  c o n t r o l l a b l e .  U n c o n t r o l l a b l e  a t t r i b u t e s  a r e  
t h o s e  w h i c h  f a l l  o u t s i d e  t h e  d i r e c t  c o n t r o l  o f  t h e  f i r m s  a n d  i n c l u d e  o r g a n i z a t i o n a l  s i z e  a n d  
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structure. Partially controllable attributes, are those that can not be changed at will by the firm but 
susceptible to change in the long run and include organizational resources and organizational 
maturity. And the controllable attributes are those under the control of the firm. Considering that 
there is always a day of reckoning, the attributes, whether controllable or uncontrollable, are to 
some extent susceptible to manipulation by the managers of the firms. What that suggests is that 
company attributes may be an important determinant of the quality of reliability of financial 
reporting since managers can manipulate such attributes to ensure that short term results are 
compatible with expectations. 
To motivate our prediction on the relation between company attributes and the quality of financial 
reporting in Nigeria, we draw from prior research in accounting that shows that several company 
characteristics impact the reliability of financial reporting. Though such attributes may 
systematically differ across groups of companies and across time, we select those attributes that 
are more sensitive to, or that are more precise (with less noise) with respect to the quality of 
financial reporting. The selected attributes in respect of which the hypotheses are formulated 
include- Company Size (COMPS), Profitability (PROFIT), Company Age (AGE), Size of Audit Firm 
(SAF), Company Financial Year-end (FINYR) and the dependent variable is Reliability (RELIAB). 
HYPOTHESES DEVELOPMENT 
3.1 Company Size 
The size of a company has been found to influence the quality of financial reporting. Several 
reasons have been adduced to support the relationship between quality of financial report and 
comp~ny size. Firstly, large firms have more resources to institute and enforce strong internal 
controi systems in their organizations and can afford continuous audits (Ng and Tai, 1994). 
Arguing along the same line, Ahmed and Nicholls (1994:65) observed that it is more likely that 
large firms will have the resources and expertise necessary for the production and publication of 
more sophisticated financial statements and, therefore, exhibit more disclosure compliance and 
greater levels of disclosure and reliability. 
Secondly, Lang and Lundholm (1993) and McKinnon and Dalimunthe (1993:39) pointed out that 
large firms tend to have more analyst followings than small firms and therefore may be subjected 
to greater demand for information. This view is shared by Owusu-Ansah (2000) and Ahmed 
(2003) who noted that large firms are more visible to the public view and face a lot of pressures 
from media analysts to release more credible financial information. Accordingly, the larger the 
firm, the more reliable and ' credible its financial reports should be. 
H1 : Company size and reliability of financial reporting are positively related. 
3.2 Profitability . 
In terms of profitability, natural instincts dictate that managers would be more willing to report 
good news (profit) faster than reporting bad news (loss) because of the effect such news could 
have on the share price and other indicators. This assertion has been supported by prior research 
which documents the fact that managers are prompt to release good news (profit) compared to 
bad news (loss) (Chambers and Penman, 1984; Ng and Tai, 1994). The assertion is also in 
consonance with agency theory which suggests that managers of larger profitable companies 
may wish to disclose more information to obtain personal advantages like continuance of their 
management position and compensation (Inchausti, 1997). When profits are earned by 
companies, there is less tendency to manipulate information. Based on the foregoing, a positive 
association between profitability and the reliability of financial reports is posited and hypothesis 2 
tests for the assertion. 
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H2
:  T h e r e  i s  a  s i g n i f i c a n t  p o s i t i v e  a s s o c i a t i o n  b e t w e e n  t h e  p r o f i t a b i l i t y  a n d  t h e  r e l i a b i l i t y  o f  
f i n a n c i a l  r e p o r t i n g .  
3 . 3  A g e  o f  C o m p a n y  
T h e  a g e  o f  a  c o m p a n y  h a s  b e e n  i d e n t i f i e d  i n  p r i o r  l i t e r a t u r e  a s  h a v i n g  i m p a c t  o n  t h e  d i s c l o s u r e  o f  
i n f o r m a t i o n  w h i c h  i n v a r i a b l y  r e f l e c t s  r e l i a b i l i t y  o f  f i n a n c i a l  r e p o r t s .  ( H o s s a i n ,  2 0 0 8 ;  A k h t a r u d d i n ,  
2 0 0 5  a n d  O w u s u - A n s a h ,  1 9 9 8 ) .  A c c o r d i n g  t o  O w u s u - A n s a h  ( 1 9 9 8 :  6 0 5 ) ,  t h e  i m p a c t  o f  c o m p a n y  
a g e  o n  d i s c l o s u r e  o f  i n f o r m a t i o n  m a y  b e  a s c r i b e d  t o  t h r e e  f a c t o r s  - t h e  f a c t  t h a t  a  c o m p a n y  m a y  
b e  y o u n g  a n d  f a c e s  s t i f f  c o m p e t i t i o n ,  t h e  c o s t  a n d  t h e  e a s e  o f  g a t h e r i n g ,  p r o c e s s i n g ,  a n d  
d i s s e m i n a t i n g  r e l e v a n t  i n f o r m a t i o n  a n d  l a c k  o f  t r a c k  r e c o r d  o n  w h i c h  t o  r e l y  f o r  p u b l i c  d i s c l o s u r e .  
T h u s ,  i t  c a n  b e  i n f e r r e d  f r o m  t h e s e  s t u d i e s  t h a t  t h e  o l d e r  a  c o m p a n y  i s ,  t h e  m o r e  r e l i a b l e  i t s  
f i n a n c i a l  r e p o r t s  w o u l d  l i k e l y  b e  a n d  t h e  l e s s  t h e  p o s s i b i l i t y  o f  l i t i g a t i o n  a r i s i n g  f r o m  a u d i t  f a i l u r e .  
U n d e r  t h e  c o n t e x t  o f  N i g e r i a ,  i t  i s  n o t  p o s s i b l e  t o  c o n c l u d e  w i t h o u t  e q u i v o c a t i o n  t h a t  o l d e r  
c o m p a n i e s  w i l l  n e c e s s a r i l y  d i s c l o s e  m o r e  r e l i a b l e  i n f o r m a t i o n  t h a n  n e w l y - e s t a b l i s h e d  f i r m s .  
H o w e v e r ,  o n  t h e  b a l a n c e  o f  t h e  t h e o r y  a n d  e v i d e n c e  w e  p r e s e n t  t h e  f o l l o w i n g  h y p o t h e s i s  ( w i t h  a  
w e a k  e x p e c t a t i o n  o f  a  p o s i t i v e  s t a t i s t i c a l  r e l a t i o n ) :  
H
3
:  T h e r e  i s  a  s i g n i f i c a n t  p o s i t i v e  r e l a t i o n s h i p  b e t w e e n  t h e  a g e  o f  a  c o m p a n y  a n d  t h e  r e l i a b i l i t y  o f  
f i n a n c i a l  r e p o r t s .  
3 . 4  S i z e  o f  A u d i t  F i r m  
T h e  l a r g e r  a n  a u d i t  f i r m  i s  i n  t e r m s  o f  p a r t n e r s ,  a u d i t  p e r s o n n e l ,  f a c i l i t i e s  a n d  i n t e r n a t i o n a l  
a f f i l i a t i o n s ,  t h e  c h a n c e s  a r e  t h a t  i t  w o u l d  c o m p l e t e  a n  a u d i t  a s s i g n m e n t  f a s t e r  a n d  m o r e  
a c c u r a t e l y  t h a n  a  s m a l l e r  a u d i t  f i r m  w o u l d .  F o r  i n s t a n c e ,  N g  a n d  T a i ,  ( 1 9 9 4 )  a n d  I m a n ,  A h m e d  
a n d  K h a n ,  ( 2 0 0  1 )  a r g u e  t h a t  l a r g e r  a u d i t  f i r m s  a r e  e x p e c t e d  t o  c o m p l e t e  a u d i t s  m o r e  q u i c k l y  t h a n  
s m a l l e r  f i r m s  b e c a u s e  t h e y  h a v e  m o r e  r e s o u r c e s  i n  t e r m s  o f  s t a f f  a n d  e x p e r i e n c e  i n  a u d i t i n g  l i s t e d  
c o m p a n i e s .  T h e  l a r g e  a u d i t  f i r m s  a r e  a l s o  e x p e c t e d  t o  b e  m o r e  t h o r o u g h  i n  t h e i r  a u d i t  
a s s i g n m e n t s  d u e  t o  a v a i l a b i l i t y  o f  t h e  r i g h t  c a l i b e r  o f  p e r s o n n e l  a n d  r e s o u r c e s .  T h e r e f o r e ,  a  
p o s i t i v e  r e l a t i o n s h i p  b e t w e e n  t h e  s i z e  o f  a n  a u d i t  f i r m  a n d  r e l i a b i l i t y  o f  f i n a n c i a l  r e p o r t i n g  i s  
p o s i t e d  i n  t h i s  s t u d y .  
H
4  
T h e r e  w i l l  b e  p o s i t i v e  a s s o c i a t i o n  b e t w e e n  t h e  s i z e  o f  a u d i t  f i r m  a n d  r e l i a b i l i t y  o f  a c c o u n t i n g  
p r a c t i c e .  
3 . 5  C o m p a n y  F i n a n c i a l  Y e a r  E n d  
M o s t  f i r m s  i n  N i g e r i a  h a v e  t h e i r  f i n a n c i a l  y e a r - e n d  i n  t h e  b u s y  m o n t h  o f  D e c e m b e r .  A c c o r d i n g  t o  N g  
a n d  T a i  ( 1 9 9 4 )  a n d  A h m e d ,  ( 2 0 0 3 ) ,  p e r f o r m i n g  a u d i t  d u r i n g  t h e  b u s y  m o n t h s  i s  e x p e c t e d  t o  c a u s e  
d e l a y  b e c a u s e  o f  d i f f i c u l t i e s  w i t h  s c h e d u l i n g .  T h e  d e l a y  c o u l d  a l s o  h a v e  i m p a c t  o n  t h e  q u a l i t y  o f  
t h e  a u d i t  e x e r c i s e  a n d  h e n c e  o n  t h e  r e l i a b i l i t y  o f  f i n a n c i a l  r e p o r t s .  T o  m i t i g a t e  d e l a y s  d u r i n g  s u c h  
p e r i o d s  a n d  i n c r e a s e  t h e  q u a l i t y  o f  w o r k ,  a u d i t  f i r m s  m a y  n e e d  t o  r e c r u i t  m o r e  a u d i t  s t a f f  a n d  p a y  
o v e r t i m e .  H o w e v e r ,  i n  d e v e l o p i n g  c o u n t r i e s  l i k e  N i g e r i a ,  t h e r e  a r e  n o t  e n o u g h  q u a l i f i e d  
a c c o u n t a n t s  t o  e m p l o y .  F o r  i n s t a n c e ,  w h e r e a s  A u s t r a l i a  a n d  U S A  h a v e  a s  m a n y  a s  5 5 2  a n d  2 1 0  
a c c o u n t a n t s  p e r  h u n d r e d  t h o u s a n d  p o p u l a t i o n ,  N i g e r i a  h a s  2 6  ( I y o h a ,  2 0 0 9 ) .  T h e r e f o r e ,  
r e c r u i t i n g  a d d i t i o n a l  s t a f f  m a y  n o t  b e  a n  o p t i o n  a n d  s o  t h e  a u d i t  w o u l d  b e  d e l a y e d .  T h e  f i n a n c i a l  
y e a r  e n d s  o f  c o m p a n i e s  i n  N i g e r i a  a r e  t h e r e f o r e  e x p e c t e d  t o  a f f e c t  t h e  r e l i a b i l i t y  o f  f i n a n c i a l  
r e p o r t i n g .  C o n s e q u e n t l y ,  a  n e g a t i v e  a s s o c i a t i o n  b e t w e e n  f i n a n c i a l  y e a r  e n d  a n d  t h e  q u a l i t y  o f  
r e l i a b i l i t y  o f  f i n a n c i a l  r e p o r t s  i s  p d s i t e d  i n  t h i s  s t u d y .  
H
5
:  T h e r e  w i l l  b e  a  n e g a t i v e  a s s o c i a t i o n  b e t w e e n  f i n a n c i a l  y e a r  e n d  a n d  r e l i a b i l i t y  o f  f i n a n c i a l  
r e p o r t s .  
C o n t r o l  v a r i a b l e s :  T w o  c o n t r o l  v a r i a b l e s  w e r e  c o n s i d e r e d  i n  t h i s  s t u d y -
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Industry regulation (REG) 
We include an indicator variable REG that is equal to one if the industry to which the firm belongs 
to is more regulated and zero otherwise. Following Smith and Watts (1992), we denote an industry 
as being more regulated if it belongs to the banking and insurance sub-sectors. 
Chief Executive Officer Tenure (TENURE) 
The second control variable is CEO tenure. Dechow and Sloan(1991) and Murphy (1992) show 
that a manager's tenure in a firm affects the type of incentive provided him. CEO tenure is ~he 
number of years the executive has held the CEO position up to the current year. It is measured as 
the difference between CEO's beginning year and the current fiscal year. Tenure is adjusted 
(Karuna, 2009) whenever a CEO commences duties in any month other than the beginning month 
of his commencement fiscal year. 
3.6 Reliability 
We operationalize the overall quality of accounting practice (denoted as Reliability) in terms of the 
fundamental characteristics (relevance and faithful representation) and the enhancing qualitative 
characteristics (understandability, comparability, verifiability and timeliness) as defined in the ED 
(IASB, 2008). Reliability as a construct is not directly observable and hence is proxied by scaled 
accrual in this study. The scaled accrual is a useful surrogate for the reliability of accounting 
practice because (i) managers rely on accruals and can exert some control over them to manage 
earnings (Healy & Wahlen, 1999; Dechow, Sloan and Sweeny, 1995) and (ii) earnings 
management is assumed to negatively influence the quality of financial reporting by reducing its 
decision usefulness (Van, Gaeremynck, and Willekens , 2007). Thus, The main advantages of 
using accruals to measure reliability of accounting practice is that it can be calculated based on 
the information in the annual report. In addition, when using regression models it is possible to 
examine the effect of company characteristics on the extent of earnings management (Healy & 
Wahlen 1999; Dechow et al. 1995). 
STATEMENT OF METHODOLOGY 
4.1 Data Collection 
The data set for this study is based on cross-section and time series secondary data collected in 
respect of industry attributes for the period 1999-2007. Our sample consists of 549 firm years 
arising from 61 companies across 7 industries. To be included in the sample, firms must be listed 
and active on the Nigerian Stock Exchange (between January, 1999 and December, 2007), the 
industry that the firms belong has at-least three firms (due to the small size of the capital market) 
and availability of financial statements during the test period. As at the time of collecting the 
data, financial reports of companies for the 2008 and 2009 financial years were not yet available. 
The distribution of the firms along industrial sectors is shown in the table below. 
Tablet. Industrial Sectors and Organization Sampled 









Source: field survey, (2010) 
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T h e  a n n u a l  r e p o r t s  w e r e  a n a l y z e d  f o r  a  t o t a l  n u m b e r  o f  s i x t y  o n e  c o m p a n i e s  ( 6 1 )  a n d  f o r  n i n e  
y e a r s  a n d  t h i s  g a v e  f i v e  h u n d r e d  a n d  f o r t y  n i n e  ( 5 4 9 )  f i r m  y e a r s .  
4 . 2  M o d e l  D e v e l o p m e n t  a n d  V a r i a b l e s  
B a s e d  o n  p r i o r  r e s e a r c h ,  f i v e  c o m p a n y  s p e c i f i c  v a r i a b l e s  h a v e  b e e n  s e l e c t e d  i n  o r d e r  t o  e v a l u a t e  
t h e i r  a s s o c i a t i o n  o n  t h e  r e l i a b i l i t y ·  o f  f i n a n c i a l  r e p o r t i n g  i n  N i g e r i a .  I n  e s t i m a t i n g  t h e  r e l a t i o n s h i p  
b e t w e e n ·  c o m p a n y  a t t r i b u t e s  a n d  t h e  r e l i a b i l i t y  o f  f i n a n c i a l  r e p o r t s ,  b o t h  p o o l e d  O L S  a n d  P a n e l  
D a t a  E s t i m a t i o n  w e r e  u s e d .  T h e  u s e  o f  P a n e l  D a t a  e s t i m a t i o n  t e c h n i q u e  e n a b l e d  t h e  i n d i v i d u a l i t y  
o f  t h e  i n d u s t r i e s  t o  b e  t a k e n  i n t o  c o n s i d e r a t i o n  b y  l e t t i n g  t h e  i n t e r c e p t  v a r y  f o r  e a c h  i n d u s t r y  b u t  
s t i l l  a s s u m i n g  t h a t  t h e  s l o p e  c o e f f i c i e n t s  a r e  c o n s t a n t  a c r o s s  i n d u s t r i e s .  U s i n g  O r d i n a r y  L e a s t  
S q u a r e s  ( O L S )  f o r  t h e  p o o l e d  c r o s s - s e c t i o n  t i m e  s e r i e s  d a t a ,  t h e  r e l a t i o n s h i p  b e t w e e n  c o m p a n y  
a t t r i b u t e s  a n d  r e l i a b i l i t y  ( R L B T )  o f  f i n a n c i a l  r e p o r t i n g  c a n  b e  w r i t t e n  i n  f u n c t i o n a l  f o r m  a s  f o l l o w s -
R L B T  = f  ( C O M P S ,  P R O F I T ,  A G E ,  S A F ,  F I N Y R ,  R E G ,  T E N U R E ) . . . . . . . . . . . . . . . . . .  ( 1 )  
A s s u m i n g  a  l i n e a r  r e l a t i o n s h i p  b e t w e e n  t h e  v a r i a b l e s ,  t h e  s p e c i f i c a t i o n  o f  t h e  
r e g r e s s i o n  e q u a t i o n  f o r  ( 1 )  a b o v e  c o u l d  b e  e x p l i c i t l y  s t a t e d  a s :  
R L B T i t  =  ~o +  ~ t C O M P S i t +  ~ 2 P R O F I T i t  +  ~ : A G E i t  +  ~ 4 S A F i t  +  ~ sFINY~t 
+  ~6REG it +  ~7 T E N U R E i t  +  u i  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 2 )  
U s i n g  L S D V  ( P a n e l  D a t a  E s t i m a t i o n ) ,  e q u a t i o n  2  a b o v e  b e c o m e s :  
R L B T i t  =  ~o +  ~tDti +  ~2D2i +  ~3D3i +  ~4D4i +  ~sDsi +  ~6D6i +  ~ t C O M P S l i t  
+  ~2 P R O F I T  2 i t  +  ~:AGE3it +  ~~AF4it +  ~sFINYRsit +  ~6RE~t +  
~7TENUREit +  U i t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 3 )  
W h e r e :  
~
0 
= t h e  i n t e r c e p t ;  
u  
1  
=  t h e  e r r o r  t e r m .  
R L B T  :  T o t a l  a c c r u a l s  a t  t i m e  t  s c a l e d  b y  t o t a l  a s s e t s  a t  t i m e t  -
1
. ( s e e  a p p e n d i x  1 )  
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i  :  1  i f  t h e  o b s e r v a t i o n  b e l o n g s  t o  I n s u r a n c e ,  H e a l t h ,  F o o d / B e v e r a g e ,  C o n  g l o m e r a t e s ,  
P e t r o l e u m  a n d  B a n k i n g ,  0  o t h e r w i s e .  S i n c e  t h e r e  a r e  s e v e n  i n d u s t r i e s ,  s i x  d u m m i e s  a r e  u s e d  
t o  a v o i d  f a l l i n g  i n t o  d u m m y  v a r i a b l e  t r a p  a n d  a  
0  
r e p r e s e n t s  t h e  i n t e r c e p t  o f  t h e  a g r i c u l t u r a l  
i n d u s t r y .  
T a b l e  2  P r o x i e s  a n d  P r e d i c t e d  S i g n s  f o r  E x p l a n a t o r y  V a r i a b l e s  
H y p o t h e s e s  P r e d i c t e d  P r o x i e s  
s i g n s  
C o m p a n y  S i z e  +  s i g .  T h i s  y e T  B o o k  v a l u e  o f  t o t a l  a s s e t s  a t  t h e  e n d  o f  f i n a n c i a l  
y e a r  
P r o f i t a  b i  I  i t y  +  s i g .  D u m m y  v a r i a b l e :  1 ,  i f  t h e  c o m p a n y  r e p o r t s  o p e r a t i n g  p r o f i t ,  
o t h e r w i s e  0 ;  
A g e  o f  c o m p a n y  +  s i g  .  N u m b e r  o f  y e a r s  o f  e x i s t e n c e  o f  a  c o m p a n y  s i n c e  t h e  f i r s t  
.  
A n n u a l  G e n e r a l  M e e t i n g  ( A G M )  
S i z e  o f  a u d i t  f i r m  
+  s i g .  C o d e d  1  f o r  i n t e r n a t i o n a l  a u d i t  f i r m s / l o c a l  f i r m s  w i t h  
i n t e r n a t i o n a l  a f f i l i a t i o n  a n d  0  f o r  l o c a l  a u d i t  f i r m s .  
F i n a n c i a l  y e a r  e n d  
- s i g  
C o d e d  1 ,  i f  f i n a n c i a l  y e a r  e n d s  i n  t h e  l a s t  q u a r t e r  ( O c t o b e r  t o  
D e c e m b e r )  a n d  0  o t h e r w i s e .  
I n d u s t r y  r e g u l a t i o n  
±  
I n d i c a t o r  v a r i a b l e  =  1  i f  i n d u s t r y  i s  m o r e  r e g u l a t e d ;  = 0  i f  t h e  I  
i n d u s t r y  i s  l e s s  r e g u l a t e d .  
I  
T e n u r e  
±  
N a t u r a l  l o g  o f  n u m b e r  o f  y e a r s  C E O  h e l d  t h e  p o s i t i o n  
c o n t i n u o u s l y  
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Source: Field survey, (2010 
The parameters of the models are such that: 
~ 1, ~ 2, ~ 3 and ~ 4 > 0, ~ 2 < 0, ~6 and ~7 ~ ?. 0. 
I= 1,2 ...... 7 and t = 1,2 ....... 9 (1999-2007) 
5.0 UNIVARIATE ANALYSIS 
5.1 Descriptive Analysis 
Table 3 shows the descriptive statistics on the quality of reliability of financial reporting of the 
sampled companies. 
Source: Author's computation. 
The indices show evidence that all the companies sampled engage in presenting unreliable 
financial reports (earnings management) in one form or the other at different levels. The mean 
accrual manipulations are -0.240, -0.039,-0.1782, -0.238,-0.0118,-0.0964 and -0.097 for banks, 
insurance, food/beverage, petroleum, health agriculture and conglomerates respectively. The 
banking industry has the worst accrual manipulation rate while the health industry has the least. 
The manipulations as revealed by the statistics are income increasing in effects because the signs 
of the indices are negative. 
5.2 Correlation Matrix 
The table below shows the Pearson Correlation. The results indicate that the correlations between 
all the independent variables are significant at the 0.05 and 0.01 based on Pearson 
statistics. It was observed that the correlation between PROFIT and AGE and between FINYR and 
AGE were not significantly different from zero in a statistical sense. 
Variable COi\lPS PROFIT AGE Fll'\ YR SAF 
COMPS 1.000 
PROFIT 0.088* 1.000 
AGE {0.040) 1.000 
0.117** 0.001 
FIN YR {0.006) (0.980) -0.020 
-0.423** -.071 (0.635) 1.000 
SAF (0.000) {0.095) 0.228** 
0.227** 0.192** {0.000) -0.0347** 1.000 
{0.000) {0.000) {0.000) 
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P e a r s o n  c o r r e l a t i o n  c o e f f i c i e n t s .  N u m b e r s  i n  p a r e n t h e s e s  r e p r e s e n t  P - v a l u e s ,  t w o - t a i l e d  t e s t s .  
* C o r r e l a t i o n  i s  s i g n i f i c a n t  a t  t h e  0 . 0 5  l e v e l  ( 2 - t a i l e d ) .  * * C o r r e l a t i o n  i s  s i g n i f i c a n t  a t  t h e  O. O l l e v e l  ( 2 -
t a i l e d ) .  
5 . 3  M u l t i v a r i a t e  A n a l y s i s  
I n  t e s t i n g  t h e  h y p o t h e s e s ,  a  p o o l e d  r e g r e s s i o n  a n d  f i x e d  e f f e c t s  r e g r e s s i o n  w e r e  c a r r i e d  
o u t .  T h e  r e s u l t s  a r e  p r e s e n t e d  i n  t h e  t a b l e  b e l o w  
T a b l e  5 :  E s t i m a t i o n  R e s u l t s  ( P o o l e d  O L S  a n d  F i x e d  E f f e c t s  R e g r e s s i o n s )  
V a r i a b l e  E q u a t i o n s  
v  
( F i x e d  E f f t : : < . . t '  ( P o o l e d  O L S  R e g r e s s i o n )  
R e g r e s s i o n )  
D e p e n d e n t  V a r i a b l e  - R e l l a o  . . .  t ,  D e p e n d e n t  V a r i a b l e  - R e l i a b i l i t y  
~mammal~ m a m m a l  
C o n s t a n t  
- 0 . 1 3 2  ( - 0 . 8 2 0 )  0 . 4 1 2  
- 6 6 . 9 *  • •  
( - 4 . 9 3 1 )  
0 . 0 0 0  
C O M P S  - 2 . 2 3 0  
( - 0 . 0 8 0 )  
0 . 9 3 5  
- 2 . 9 E - 0 1 0  ( - 1 . 1 5 6 )  0 . 2 4 8  
P R O F I T  
0 . 1 9 7 * *  
( 2 . 2 3 3 )  
0 . 0 2 6  0 . 4 4 7 * * *  
( 3 . 6 6 7 )  0 . 0 0 0  
A G E  - 0 . 0 0 7  ( - 0 . 4 8 6 )  0 . 6 2 7  0 . 0 1 0  
( - 0 . 3 5 6 )  
0 . 7 2 2  
F I N Y R  - 0 . 0 5 7 * *  ( - 0 . 0 5 4 )  0 . 0 4 0  0 . 1 0 6  
{ 1 . 5 9 1 )  0 . 1 2 2  
S A F  - 0 . 0 0 8  ( - 0 . 2 8 4 )  0 . 7 7 6  0 . 0 9 3  
{ 1 . 3 2 4 )  
0 . 1 8 6  
R E G  - 2 . 3 0 2 * *  ( - 0 . 0 8 3 )  0 . 0 4 2  
- 1 . 2 2 5 * *  
( - 2 . 3 2 3 )  
0 . 0 2 1  
T E N U R E  - 5 . 1 8 5  
( - 0 . 7 4 5 )  
0 . 4 5 7  - 6 . 0 5 3  
(  - 0 . 9 8 )  0 . 3 2 4  
I N S U R A N C E  0 . 0 8 1  ( 0 . 5 6 2 )  0 . 5 7 4  
H E A L T H  0 . 1 3 1  { 0 . 7 4 9 )  0 . 4 5 3  
F O O D / B E V E  
- 0 . 0 7 1  ( - 0 . 4 5 3 )  
0 . 6 5 0  
C O N G L O M .  - 0 . - 1 8  { 0 . 1 0 3 )  0 . 9 1 7  
P E T R O L E U M  
- 0 . 1 4 6  ( - 0 . 9 8 1 )  
0 . 3 2 6  
B A N K I N G  
- 0 . 1 2 1  ( - 0 . 8 1 2 )  
0 . 4 1 6  
A G R I C U L T .  - 0 . 1 3 2  
( - 0 . 8 2 0 )  
0 . 4 1 2  
R '  
0 . 0 3 8  
0 . 0 3 7  
R
2  
a d j .  0 . 0 1 8  
0 . 0 2 8  
F - t e s t  1 . 9 4 1  
4 . 1 5 4  
P - v a l u e  
0 . 0 3 2  
0 . 0 0 1  
N o  o f  o b s e r  5 4 7  
5 4 7  
* * * , * * S i g n i f i c a n t  a t  t h e  1 %  a n d  5 %  l e v e l s  r e s p e c t i v e l y .  
t - v a l u e s  ( l n  p a r e n t h e s i s )  
S o u r c e :  F i e l d  S u r v e y  ( 2 0 1 0 )  
•  
& . D I S C U S S I O N  O F  R E G R E S S I O N  R E S U L T S  
!  
I  
R e s u l t s  o f  t h e  F i x e d  E f f e c t  a n d  O L S  r e g r e s s i o n  i n  T a b l e  5  s h o w  t h a t  t h e  F - r a t i o  f o r  t h e  f i x e d  e f f e c t  
m o d e l  i s  1 . 9 4 1  ( P = 0 . 0 3 2 )  a n d  R
2  
=  0 . 0 3 8  a n d  t h e  F - r a t i o f o r t h e  p o o l e d  m o d e l  i s 4 . 1 5 4  ( P  =  0 . 0 0 1 )  
a n d  R 2  =  0 . 0 3 7 .  T h e  r e s u l t s  s t a t i s t i c a l l y  s u p p o r t  t h e  s i g n i f i c a n c e  o f  t h e  m o d e l s .  
F r o m  T a b l e  5 ,  t h e  c o e f f i c i e n t  f o r  S i z e  i s  n e g a t i v e  b u t  a n d  n o t  s i g n i f i c a n t  u n d e r  b o t h  m o d e l s .  T h e  
n e g a t i v e  s i g n  o f  t h e  c o e f f i c i e n t  s u g g e s t s  t h a t  S i z e  h a s  n e g a t i v e  i n f l u e n c e  o n  t h e  r e l i a b i l i t y  o f  
f i n a n c i a l  r e p o r t s .  T h i s  r e s u l t  i s  n o t  c o n s i s t e n t  w i t h  p r i o r  s t u d i e s  a n d  t h u s  d o  n o t  l e n d  c r e d e n c e  t o  
h y p o t h e s i s  1 .  T h e  e m p i r i c a l  e v i d e n c e  d e r i v e d  f r o m  t h e  r e g r e s s i o n  u n d e r  b o t h  m o d e l s  i n d i c a t e s  
t h a t  P R O F I T  i s  s t a t i s t i c a l l y  r e l a t e d  t o  t h e  q u a l i t y  o f  f i n a n c i a l  r e p o r t s  i n  N i g e r i a .  T h e  c o e f f i c i e n t s  
u n d e r  t h e  f i x e d  e f f e c t  a n d  p o o l e d  r e g r e s s i o n s  a r e  s i g n i f i c a n t  a t  0 . 0 5 %  a n d  0 . 0 0 1 %  l e v e l  a n d  












positive. The positive sign on the coefficients suggests that profit has a direct influence on level of 
quality of financial reports in Nigeria. These results lend credence to hypothesis two. 
The coefficient for AGE under the fixed effect model is negative and thus does not support 
hypothesis 3, while it is positive under the pooled model and weakly supports hypothesis three. 
This implies that older and other companies have the tendency to engage in manipulation of 
financial reporting information. In the case of FINYR, the variable is negative but significant while 
it is positive but not significant under the fixed effect and pooled regressions respectively. The 
negative position may be due to the fact that most of the companies have financial year during the 
busy months in the last quarter of the year when audits are not likely to be very effective. This 
position 
does not lend credible evidence to support hypothesis 4. The coefficient for SAF is negative under 
fixed effect and positive under pooled regression. In both cases, the coefficient is not significant. 
This implies that the size of audit firm does not significantly influence the quality of financial 
reports in Nigeria. The result does not support hypothesis 5. 
The most significant revelation in the analysis is that only the coefficient for PROFIT is significant 
at less than the 1% level. This suggests that PROFIT has driven the overall sample to be 
significant. This indicates that profitability (PROFIT) is the main corporate attribute which impact 
the reliability of financial reporting in Nigeria and susceptible to manipulation. We control for REG. 
That the coefficient for REG is negative and significant is an indication that companies in more 
regulated industries provide lower quality financial reports. This is evident in Table 3 where the 
banking industry is indicated to have the worst accrual quality. The result for the second control 
variable- CEO Tenure, show that the coefficient is negative but not significant. This implies that 
CEO tenure has inverse influence on the quality of financial reporting in Nigeria. This requires that 
CEO tenure should be defined and restricted to a maximum term. The panel data results are 
shown for the relationship between corporate attributes and the reliability of financial reporting in 
Nigeria as well as the industry-specific effects. Except Insurance and Health, industry-specific 
attributes have a negative effect on the reliability of financial reporting. However, the effects are 
not significant. 
Additional Robustness. 
The overall results in this study did not change when the return on average equity was used 
instead of dummy variable (1 for profit and 0 otherwise) to represent profitability or the when book 
value of total asset at the end of financial year was replaced with log of sales and log of market 
value of equity as proxies for size in the regression. 
7.0 SUMMARY AND CONCLUDING REMARKS 
The main objective of this study was to examine the impact of corporate attributes on the quality 
of reliability of financial reporting in Nigeria. To address this, relevant data were collected and 
analysed and from the analysis, results were obtained and discussed. Overall, there is a significant 
difference in the quality of reliability of financial reporting among industrial sectors in Nigeria. The 
banking sector was found to be less transparent in financial reporting even though other industrial 
sectors were also involved in manipulating reports. From regression results, PROFIT was observed 
as a major influence on the reliability of financial rep orting in Nigeria. That the coefficient for 
PROFIT is positive and significant is an indication that when firms make profit, the financial report 
will more likely be reliable and otherwise when loss is made. A situation of loss may giv.e rise to 
dysfunctional behaviour in order to satisfy market expectation through earnings manipulation. To · 
mitigate the problem of low quality of financial reporting in Nigeria, there should be provisions in 
the various laws dealing with company attributes which have the potential to impair the quality of 
financial reports. Similarly, emphasis should also be focused on the qualities possessed by those 
who prepare financial statements and attest to them since they can manipulate financial 
statements to show desired results. 
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